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Canadian Monetary Policy 


In his Annual Report for 1956, the Governor of the 
Bank of Canada stated that the problems of credit control 
in 1956 could be traced to the rising pressure of demand 
upon physical resources and prices. There was an un- 
precedented volume of investment in business plant and 
equipment, about 25 per cent greater in physical terms 
than in 1955. Expenditures for housing construction also 
were high, although the rate of new housing starts de- 
clined in the latter part of the year. Personal income rose 
rapidly, with consumer expenditures on durable goods 


soods 


increasing by 10 per cent and those on nondurable g 


and services by 7 per cent; the amount of saving also 
increased. The gross national product rose by 7.4 per 
cent in real terms, and unemployment fell to 1.7 per cent 
of the labor force. 

The increase in production was supported by a large 
expansion of credit. Net issues of securities in the Cana- 
dian market by borrowers other than the Government of 
Canada rose to $1.7 billion, from $1.3 billion in 1955. 
Total consumer credit increased from $2.2 billion as of 
the end of December 1955 to $2.5 billion as of the end 
of December 1956, most of the increase occurring in 
installment credit. Although the supply of capital was 
augmented by rising savings deposits and by the redemp- 
tion of government securities accompanying a fiscal sur- 
plus, the demand for funds increased even more and was 
reflected in rising bank loans. From December 1955 to 
December 1956 these loans grew by 12 per cent. The 
excess demand for funds resulted in rising interest rates, 
and their subsequent expenditure led to price increases 
averaging 4 per cent for the entire gross national product. 
Consumer prices rose 3 per cent during the year, but in 
the field of fixed investment, where the pressure of de- 
mand was greatest, costs increased about 6 per cent. 

The heavy demand for investment capital and rising 
interest rates led to net sales in foreign markets of $500 
million of new security issues, while other foreign capital 
brought the total inflow to $1.4 billion for the year. Most 
of this came from the United States and was accompanied 
by a large import balance on goods and services. Also 
during 1956 the foreign exchange value of the Canadian 
dollar rose by about 4 per cent. 

Inflationary pressures, exerted mainly by high capital 
expenditures, were limited to some extent by Bank of 
Canada operations. Although the money supply was al- 
lowed to expand, open market operations were adjusted 
so as to keep the chartered banks’ cash position relatively 


tight, and the Bank of Canada’s discount rate rose from 
2%4 per cent at the beginning of 1956 to 3.92 per cent at 
the end of the year. Under a new policy adopted on No- 
vember 1, the Bank of Canada has adjusted its lending 
rate weekly in order to maintain it at a level 14 per cent 
above the average tender rate on the most recent issue of 
Treasury bills (see this News Survey, Vol. IX, p. 155). 
Prior to November 1, the Bank had followed the practice 
of keeping its lending rate above the Treasury bill rate 
by raising the Bank rate at intervals of several months 
whenever the Treasury bill rate approached, or temporar- 
ily exceeded, the previous level of the Bank rate. The 
Bank also discussed informally with stock exchange ofh- 
cials the undesirability of permitting stock market credit 
to expand further, and discussed with banks ways to limit 
credit to finance companies and to stabilize bank pur- 
chases of mortgage loans. 

Notwithstanding the Bank of Canada’s efforts to re- 
strain monetary and credit expansion, total spending in 
1956 exceeded the volume desirable from the point of 
view of sound economic development. Continuing high 
outlays for investment and consumer goods are antici- 
pated for 1957. Investment in housing, however, is ex- 
pected to be less in 1957, owing to a decline in the second 
half of the year in bank commitments to supply mortgage 
funds. 

In order to strengthen control over credit facilities and 
to prolong the upward economic trend, certain modifica- 
tions in the banking and credit system are suggested. It 
is proposed that personal savings deposits with the char- 
tered banks 


total personal savings and which have been used for 


which amount to more than 80 per cent of 
either short-term or long-term credit operations—be seg- 
regated from the commercial loan sector and placed in 
long-term investments. This is the practice of specialized 
institutions, such as savings and loan associations and 
savings banks, which place savings funds in long-term 
housing loans and securities. Similar treatment for sav- 
ings deposits in chartered banks would bring greater sta- 
bility to the long-term market, especially in housing 
mortgages, while the banks’ short-term credit operations 
would become more responsive to changes in monetary 
conditions and to operations of the central bank. 

An excessive increase in the volume of consumer credit, 
particularly as financed by installment finance and small 
loan companies, could be checked by exercising more con- 


trol over these companies, which at present are not re- 
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quired to maintain reserves comparable to those of other 
banking institutions. Finance companies are not limited 
with respect to downpayments, interest rates, or carrying 
charges, which range from 12 per cent to 24 per cent or 
more per year. Large fluctuations in the volume of con- 
sumer credit, regardless of credit policy in the regular 
banking system, may be a handicap to monetary policy in 
a boom as well as in a recession. The Bank of Canada. 


by personal discussions with representatives of install- 


ment finance companies and of the major department 


IBRD Bond Issue 


The new issue of $100 million International Bank for 
Reconstruction and Development (World Bank) 414 per 
cent Twenty-One Year Bonds of 1957. due May 1. 1978 
(see this News Survey, Vol. IX, p. 320), 
April 18. 


accrued interest. Bonds for delayed delivery to certain 


was made on 


The bonds were priced at 98 per cent and 


institutional investors were sold at the public offering 
price. Deliveries will be made under contracts between 
the Bank and the purchasers providing for deliveries in 
installments on one or more quarterly dates from Au- 
gust 1, 1957 through February 1, 1960. A commitment 
fee of 3 per cent a year will be paid by the Bank to 
purchasers under delayed delivery contracts: payments 
1957 to date of deliv- 
ery, and will be made to purchasers on delivery. 


On and after May 1. 1967. the bonds will be redeem- 


will cover the period from May 1. 


able at the election of the Bank at prices ranging from 

101 per cent and accrued interest if redeemed on or 

before April 30, 1969, to 100 per cent if redemption is 

after April 30, 1975. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release. Washington, D.C. 
April 18, 1957. 


Europe 


European Economic Community and Plans for 
European Free Trade Area 


A treaty establishing a European Economic Community 
was signed on March 25 by Belgium, France, the Federal 
Republic of Germany, Italy, Luxembourg, and the Nether- 
lands. It is subject to ratification by the legislatures of 
the six countries. Its purpose is to link their economies 
closer together by creating a Common Market in which 
goods, persons, and capital may circulate freely. 

Under the treaty. the six countries will eliminate all 
customs duties, quantitative restrictions, and other im- 
pediments to the free flow among them of trade, labor, 
and capital, and will adopt a common tariff on imports 
from other countries. These aims are to be achieved 
gradually over a transitional period of 12 years. There 


are special provisions regarding the integration of the 


stores, attempted during 1956 to bring their credit policy 
in line with its general economic policy. These discus- 
sions went as far as informal action can go; any further 
steps will require legally enforceable regulatory action. 
Such selective action, however, lies beyond the scope of 
monetary policy. 


Source: Bank of Canada, Annual Report of the Governor 
to the Minister of Finance, 1956, Ottawa, Can- 
ada. 





agricultural sector and the removal of certain restrictions 


now maintained by France. 


The Community will be administered by a Commission 
of nine members under the supervision of a Council of 
Ministers representing the Governments of the member 
countries. In this Council, France, Germany. and Italy 
will each have four votes, Belgium and the Netherlands 


two, and Luxembourg one. 


To smooth over the adjustment difficulties resulting 
from the removal of obstacles to trade, the six countries 
have agreed to set up a Readaptation Fund which will 
bear 50 per cent of the cost of retraining and relocating 
workers and of reconverting the enterprises affected. A 
European Investment Bank with a capital of $1 billion 
will be created to assist in financing investment connected 
with the modernization and conversion of enterprises, 


especially in the less-developed areas. 


The overseas territories of the member countries are 
to be “associated” with the Common Market. An invest- 
ment fund of some $600 million will be set up for these 


territories to assure a flow of capital to them. 


The Community will also have a Monetary Committee, 
a consultative body whic h is to keep under review the 
monetary and financial situations and the general pay- 


ments systems of the member countries. 


While negotiations for the Economic Community were 
in progress, the Organization for European Economic Co- 
operation (OEEC) studied, in the latter part of 1956, 
the possibility of instituting a European Free Trade Area, 
which would include both the Common Market countries 
and other OEEC countries. In such an area, tariffs and 
other restrictions on trade between member countries 
would be abolished during a transitional period but, in 
contrast to the Common Market countries which will 
have a common tariff on imports from other countries, 
the other members of the Free Trade Area would main- 
tain their individual tariffs on such imports. On Febru- 
arv 13, 1957, the OEEC decided to enter into negotiations 
to institute a European Free Trade Area and, at the same 
time, directed attention to the special need for finding 
ways to ensure an expansion of nondiscriminatory trade 
in agricultural products and for dealing with the special 


problems created for member countries engaged in eco- 
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nomic development by their obligation to liberalize com- 

mercial policy. 

Sources: Agence Economique et Financiére, Paris, 
France, February 13, 1957; Neue Ziircher Zei- 
tung, Ziirich, Switzerland, March 15, 1957; The 
Times, London, England, March 20, 1957. 


U.K. Balance of Payments in 1956 


A substantial improvement in the U.K. balance of pay- 
ments in 1956 resulted in a surplus on current account 
provisionally estimated at £233 million, compared with 
a deficit of £79 million in 1955. Nearly all of the total 
change of £312 million between the two years is trace 
able to a reduction of £300 million in the deficit in the 
balance of visible trade. The reduction in the trade deficit 
was caused largely by the increase of £333 million, to 
£3,403 million, in the value of exports. Most of the 
improvement was in trade with the dollar area and other 
non-sterling countries; the trade deficit with the non 
sterling countries as a whole fell from £36] million in 
1955 to £139 million in 1956. The change in the net bal- 
ance of invisible transactions was relatively small, the 
net surplus derived from these transactions increasing 
from £236 million in 1955 to £269 million in 1956, main- 
ly because payments of interest due on December 31 on 
U.S. and Canadian loans were not made. 

Long-term capital outflow in 1956 is estimated at £19] 
million; there was a net outflow of £51 million on account 
of intergovernment loans and repayments (about the 
same as in 1955) and of £140 million of other long-term 
capital (£30 million greater than in 1955). Sterling 
holdings of overseas countries fell sharply. The reduc- 
tion was especially marked in the holdings of non-sterling 
countries, which fell by £132 million, to £565 million at 
the end of the year. The sterling balances of sterling 
area countries dropped by £19 million, to £2.860 million. 
Other capital movements resulted in an outflow of £85 mil- 
lion; and, after allowance for errors and with account 
taken of £201 million drawn from the International 
Monetary Fund, the net addition to the gold reserves dui 


ing the year amounted to only £5 million. 


Source: The Times, London, England, April 5, 1957. 


U.K. Trade 


The value of U.K. exports rose to nearly £297 million 
in March, and the monthly average value for the first 
quarter of 1957 was nearly £279 million. After allowance 
for repayments of silver bullion to the United States, the 
average was 7 per cent higher than that for the first 
quarter of 1956. 

U.K. imports in March were valued at nearly £362 mil- 
lion c.i.f., and the monthly average for the quarter was 
nearly £353 million—7'% per cent above that for the first 


quarter of 1956. The Board of Trade stated that about 
one half of the increase in imports could probably be 
accounted for by arrivals delayed through the diversion 
of ships round the Cape of Good Hope. The excess of 
imports valued c.i.f. over exports and re-exports valued 
f.o.b. was £48.5 million in March and an average of £61 
million a month for the first quarter of the year. 

Exports to North America were valued at more than 
£36 million in March. When the silver bullion repayments 
are excluded, the average value for the first quarter was 
£32 million a month, 12!5 per cent above the average for 
the first quarter of last year. 

Provisional figures issued by the Board of Trade indi- 
cate that the U.K. share of world exports of manufactures 
fell from 19.7 per cent in 1955 to 19.0 per cent in 1956. 
West Germany's share rose in the same period from 15.5 


per cent to 16.4 per cent, and that of the United States 


from 24.5 per cent to 25.3 per cent. (See also this News 

Survey, Vol. IX p 30] 

Sources: The Times, London, England. April 11 and 13, 
1957 


U.K. Monetary and Credit Inquiry 


The | K. Chancellor of the Ex hequer announced in 


his budget speecl that a Committee under Lord Radcliffe 


is to be set up to inquire into the working of the mone- 


tary and credit system and to make recommendations to 


the Government. The Chancellor said that the inquiry 
d be directed primarily to reviewing the working 
of the system under present-day conditions, taking ac- 
count particularly of the great influence now exerted 
upon it by the public finances and the need to maintain 
i high level of savings and investment. It would be con- 
cerned with the achievement of the best system of money 
and credit while observing to the full the international 
obligations which the U.K. Government has assumed and 
has every determination to honor in respect of the ex- 
change rate and other matters 

Source: The Financial Times, London, England. April 10, 


1957. 


Norway's Hydroelectric Power Resources 


According to Mr. Fredrik Vogt. Director General of 
the Norwegian Hydroelectric Power Board, a government 
body, atomic power will never become so cheap as to 
make it uneconomic to exploit fully Norway’s enormous 
resources of water power. It has been estimated that, if 
every possible source of water power were utilized, Nor- 
ways rivers and waterfalls could produce 120,000 mil- 
lion kwh of electricity every year. But even if a more 
conservative policy of hydroelectric development were to 
be followed, an eventual output of between 90,000 million 
and 100,000 million kwh would be achieved. (Total pro- 





duction of electricity in Norway in 1956 was 23,379 mil- 
lion kwh, compared with 10,210 million kwh in 1939.) 
Of the water power sources which could produce the 
total of 100,000 million kwh, it is estimated that one half 
could be exploited very cheaply, one sixth rather less 
cheaply, and the remaining third at somewhat greater 
cost. By Central European standards, however, the whole 
development program would be fully economic. 
Vorges Handels og Sjofartstidende, Oslo, Nor- 
way, April 4, 1957. 


Source: 


Oil Rationing in Norway and Sweden 


The rationing of petroleum products was discontinued 
in Sweden on April 13 and in Norway on April 16. Pres- 
ent oil stocks in Norway are about the same as they were 


a year ago. 

Dagbladet, Stockholm, 
April 14, 1957; Norges Handels og Sjofartstid- 
ende, Oslo, Norway, April 16, 1957. 


Sources: Svenska Sweden, 


Importers’ Deposits in Finland 


The Bank of Finland has agreed to transfer to the 
Treasury the 10 per cent deposits that importers of most 
products are required to place with the Bank of Finland 
prior to the issuance of an import license, and which are 
refunded without interest three months after the deposits 
are made. This action has been taken in order to ease 
the Treasury's present liquidity difficulties. 

During the negotiations with the Treasury, the Bank 
pointed out that the Fmk 5 billion that remained unused 
from the bond credit of Fmk 25 billion that the Bank 
granted to the Government in 1953 has been earmarked 
for other purposes (see this News Survey, Vol. VIII, 
p. 311) and, therefore. that no further credit could be 
granted on the basis of that loan. The Board of Directors 
of the Bank also declared that no additional credit could 
be granted. However, if the Government would agree to 
abolish the import deposit system, as recommended pre- 
viously by the Bank of Finland, the Bank would be willing 
to transfer the deposits to the Treasury. The deposits now 
total Fmk 4 billion; they are to be reduced gradually and 
entirely repaid within three months. 

Source: Hufvudstadsbladet, Helsinki, Finland, April 14, 
1957. 


Spain's New Exchange Rate 


The Spanish Cabinet has set by decree a single export- 
import rate of 42 pesetas per U.S. dollar, which is to 
replace the previous four export rates (varying from 23.6 
pesetas to 37.2 pesetas per dollar) and seven import rates 
(varying from 16.4 pesetas to 38.95 pesetas per dollar). 
However, the special import tax (fondo de retorno) for 
certain imports is being retained. Invisible transactions 


ilso will be at the new rate of 42 pesetas per dollar 
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instead of a former rate of 38.95 pesetas. As before, all 
transactions in foreign currency must be carried out 
through authorized banks and are subject to previous 
official authorization. In taking these steps, Spain has 
narrowed the gap between the official rate and the free 
rate of the peseta on world markets, which had been 
around 51 pesetas per dollar. 

Source: Neue Ziircher 


April 11, 1957. 


Zeitung, Zirich, Switzerland, 


West German Import Policy 


In addition to a linear reduction of import duties by 
about 30 per cent, the Federal Ministry of Economy has 
prepared other measures aimed at maintaining price sta- 
bility in West Germany. For goods which have not been 
imported thus far into the Federal Republic, a 50 per cent 
reduction of duties has been proposed. Also, the import 
liberalization list is being revised, as a result of which 
the import of 440 items from countries of the free world 
outside the OEEC and dollar areas will be liberalized. 
The revised list is to become effective in April 1957. It 
is to be applied also to countries with which Germany 
has hitherto had no liberalized trade. For imports from 
the dollar area, the liberalization list is to be expanded 
the list of these addi- 
tional items is to be published later in April 1957. The 


to include 530 additional items: 


quota arrangements in effect for imports from countries 

of the Soviet bloc will continue. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, April 4, 1957. 


Greek Credit Policy 


By a decision of April 8, the Greek Currency Commit- 
tee authorized commercial banks whose private deposits 
exceed Dr 100 million to grant medium-term credits 
(repayable as a rule within five years) designed to 
finance either the establishment of new productive enter- 
prises or the expansion or modernization of existing pro- 
ductive enterprises. The funds to be used for this type 
of credit shall be provided by the prospective net growth 
of commercial banks’ deposits. Beginning June 1957, the 
Currency Committee will specify the percentage of the 
net increase in commercial banks’ deposits that may be 
utilized for such credits, but the total amount for each 
bank cannot be more than 10 per cent of its total de- 
posits. Any part of a commercial bank’s resources that 
are so earmarked and cannot, for any reason, be utilized 
for the specified medium-term credits will have to be 
transferred to a special interest-bearing account with the 
Bank of Greece. 

Until now, commercial banks have been authorized to 
extend loans repayable, at the most, in 18 months. The 


new measure is designed to promote production. 


Source: Naftemboriki, Athens, Greece, April 9, 1957. 
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Sudanese Export Duty on Cotton 


The Sudanese export duty on cotton was raised on 
February 1 from LE 2 to LE 3 per kantar (1 kantar= 
99.05 pounds) of sakel-type lint cotton. The new rate 
applies to practically the entire cotton crop, since the 
auctioning of cotton by the Sudan Gezira Board did not 
start before February 1. 

Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, March 1957. 


Sugar Production Plan for the Sudan 


The Sudan Government is reported to have reached 
agreement with Boxhall & Co, Ltd. on a plan to produce 
sugar in the southern provinces at a cost of LE 5 million. 
The company has been experimenting with this project 
for some years. Under the plan, production at full ca- 
pacity will supply half of the country’s sugar require- 
ments, which at present are met entirely from imports. 
Source: Barclays Bank D.C.O., Overseas Review, London, 


England. February 1957. 


Saudi Arabian Offshore Oil 


Oil production has begun in the Safaniya field, which 
is located off the Saudi 


miles north of Dhahran. 


Arabian mainland about 180 
This is the first offshore oil 
development in the Middle East. The initial production 
is 50,000 barrels per day, and expansion to 175,000 bar- 
rels per day by mid-1958 is scheduled. Before the bloc k. 
ing of the Suez Canal in November, total crude oil pro- 
duction in Saudi Arabia was running at a rate slightly 
above 1 million barrels per day. 

Safaniya crude oil yields a high percentage of fuel oils 
for which there is a growing demand in world markets. 
The present cost of the Safaniya field facilities is esti- 
mated at $21 million, including $11 million for the pipe- 
line from Safaniya to Ras Tanura, the oil shipping ter- 
minal. 

Source: Arabian American Oil Company, Press Release. 


New York, N.Y., April 17, 1957. 


Oil Refinery in Syria 


The Syrian Council of Ministries has approved a con- 
tract with a Czechoslovak company for the construction 
of an oil refinery in Syria. The refinery, with a capacity 
of 750,000 tons per year, will be erected near the pipe- 
lines passing by the city of Homs. Its cost will be between 
LS 5.5 million and LS 6 million. Part of the cost will be 
paid in the form of Syrian exports of raw cotton. 
Source: Le Commerce du 

March 20, 1957. 


Levant, Beirut, Lebanon. 


Oil Exports from Iraq 


Iraq’s oil revenues for the first quarter of 1957 
totaled ID 5.8 million, compared with about ID 18.8 
million for the first 1956. The corre- 


sponding export volumes were about 2.5 million tons and 


quarter of 


Oo 
Oo 


million tons. Oil exports are now increasing. so that 
revenues for the second quarter of 1957 are expected to 
amount to ID 11 million. 

Under a recent ID 25 million loan agreement fot 
budget support between the Iraq Government and the Iraq 
Petroleum Company, the Company will pay the Govern- 
ment the second installment of the loan in July 1957 
(see this News Survey, Vol. IX, p. 272). The first install- 
ment of ID 5 million was paid to the Government in 
March. The second and subsequent installments are to 
be such that. when added to the 30 per cent share of oil 
revenues allocated to the ordinary budget. the total will 
be ID 6 million. The amount required to produce this 
total in the second quarter of 1957 is estimated at about 


ID 2.7 million. 


Source: The Iraq Times, Baghdad, Iraq, April 9, 1957. 


Far East 
India to Repay U.S. Silver Loan 


India has begun shipping silver to the United States 
in repayment of a loan of silver for coinage received 
during World War II. 


the Government of undivided India received a loan of 


Under a lend-lease agreement. 


226 million fine ounces of silver, to be repaid five years 
after the termination of the wartime emergency (/i.e.. five 
years after April 28, 1952, the date on which the Japanese 
After India and Pakistan 


became independent on August 15, 1947, it was agreed 


Peace Treaty came into force). 


that India’s share of the total liability was 172 million 
ounces, valued at approximately US$157 million. 

During the past ten years, India has withdrawn from 
circulation the silver quarternary coins (0.500 fine) 
which were introduced in 1940, with a view to accumulat- 
ing adequate stocks of silver for the liquidation of the 
debt. A small shipment of 3 million ounces of silver 
bullion has already left Bombay for the United States. 
An additional 47 million ounces of silver bullion will be 
delivered when shipping space becomes available. while 
the balance of 122 million ounces will be shipped in the 


form of coin. 


Source: The Washington Post and Times-Herald. Wash- 
ington, D.C., April 23, 1957. 


Government of India Treasury Bills 


Government of India Treasury bills outstanding on 
March 29 totaled Rs 8.35 

Rs 2,404 million (US$505 million) over the amount out- 
standing on March 30, 


7? million—a net increase of 


1956. The revised estimates for 
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the fiscal year 1956-57 provided for an over-all deficit of 


Rs 2.160 million (i.e.. a net increase of Rs 2.700 million 
in Treasury bills and an increase of Rs 540 million in 


government cash balances). 


Source: Reserve Bank of India. Weekly Statistical Sup- 
plement, Bombay, India, April 6, 1957. 


Problems of India’s Textile Industries 


Three Indian jute mills, including the Standard Mill. 


have been forced to cease operations during the past two 
months. owing to heavy losses. A recent estimate has 
shown that from April to October 1956 mills representing 
57 per cent of the Indian jute industry suffered total 
losses of Rs 17.5 million (US$3.7 million), and condi- 
tions have hardly improved since then. Losses are due 
mainly to the high price of raw jute in relation to the 
prices of jute textile products. Moreover, labor and other 
costs have been rising. These difficulties have affected 
small mills particularly, and there are indications of a 
trend (in conjunction with an extensive program of mod- 
ernization and re-equipment within the framework of the 
Second Five Year Plan) toward greater economy in re- 
gard to overhead costs by concentrating output in the 
larger mills 

Effective 


Indian Jute 


September 17, 1956, member mills of the 
Mills Association sealed 12!% per cent of 
The closing of the Standard Mill is 


not expected to result in any reduction in the Indian jute 


their total loomage. 
industry's total output, as the loom hours now being 
worked at Standard will be transferred to the Kinnison 
Jute Company. 

India’s cotton iextile industry has been adversely af- 
fected by a sharp deterioration in the domestic raw cot- 
ton supply position. While consumption has risen to a 
new high, a recent trade estimate places the current Indi- 
in crop at only approximately 4.8 million bales, against 
an earlier estimate of 5.5 million bales. Accordingly, the 
Cotton Advisory Board has recommended a sizable in- 
crease in raw cotton imports, including 100,000 bales 
of U.S. cotton (in the '4, inch to 1 


group) and under the U.S. aid program and 75,000 bales 


'4« inch stapling 


(1 ‘45 inch and above) from the soft currency area. 


Source: The Financial Times, London, England, April 17, 
1957. 


India’s Industrial Credit and Investment Corporation 


During the calendar year 1956, the Industrial Credit 
and Investment Corporation of India, which was regis- 
tered in January 1955 to assist industrial enterprises in 
the private sector (see this News Survey, Vol. VII, pp. 206 
and 285), agreed to grant assistance totaling Rs 60.1 
million (US$12.6 million) in respect of 24 applications. 
Loans were Rs 29.5 million; direct subscriptions to 
ordinary and preference shares amounted to Rs 6.8 mil- 


lion; and underwriting operations in respect of ordinary 


and preference shares amounted to Rs 23.8 million. At 

the end of 1956, 15 additional applications involving a 

total of Rs 60 million were under examination. 

Source: The Industrial Credit and Investment Corpora- 
tion of India, Second Annual Report, 1956, Bom- 


bay. India. March 22, 1957. 





Exchange Rates in Nepal 


The exchange position of the Nepali mohur in relation 
to the Indian rupee (see this News Survey, Vol. VIII, 


979) 


p. 272) was somewhat strengthened during 1956 as a 
result of restrictions on the currency issue, the introduc- 
tion of selective import controls, and the activities of the 
central bank, Nepal Rashtra Bank, that was established 
in April. The Ministry of Finance announced on April 16, 
1956 that thereafter the Nepali mohur would be accepted 
at all government treasuries in the Tarai districts (where 
the Indian rupee circulates) for the payment of land 
revenues, customs duties, railway fares, fees and fines. 


etc., at the exchange rate of 128 mohur per 100 Indian 
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rupees. The central bank was made responsible for sup- 
plying Indian rupees at this rate to Nepalese merchants 
in payment for essential imports from India. In Au- 
gust 1956 the bank raised the exchange rate to 145) 
mohur per 100 Indian rupees, in districts where mohur 
are widely used. Owing to the discrepancy between this 
rate and the free market rate (150-161 : 100 in Novem- 
ber 1956), the bank’s rupee reserves dwindled. 

Sources: Economic Commission for Asia and the Far 
East, Economic Survey of Asia and the Far 
East, 1956, Bangkok, Thailand, February 1957; 
Ministry of Commerce and Industry, The /n- 
dian Trade Journal, Calcutta, India, March 16, 
1957. 


New Taxes in Viel-Nam 


The 1957 budget of Viet-Nam, which was approved by 
the National Assembly in February (see this News Sur- 
vey, Vol. IX, p. 288), provides for a 6 per cent produc- 
tion tax on all articles, except handicraft products, pro- 
duced in Viet-Nam, to replace the 4 per cent sales tax. 
Also, new taxes, in addition to the present customs duties, 
will be levied on all imports. The new taxes include 15 
per cent on essential consumer goods (milk, sugar, flour, 
pharmaceuticals, machinery, and fertilizers) ; 25 per cent 
on nonessential consumer goods; and 30 per cent on 
luxuries. The new taxes are expected to yield additional 
receipts of VN$2.150 million, or about 15 per cent of 
total revenue. 

Source: Marchés Tropicaux du Monde, Paris, France, 
February 23, 1957. 


Japanese Wool Imports 


The Japan Wool Spinners Association estimates that 
Japan’s imports of raw wool in 1956 amounted to 997,143 
bales, 42 per cent more than in 1955; their value increased 
by 35 per cent, to US$221 million. Of the total imports. 
greasy raw wool was 938,494 bales, wool tops 53,709 
bales, and scoured raw wool 4,940 bales. Imports from 
Australia increased by 31 per cent, to 698.340 bales, and 
About half of 


the remainder was imported from Argentina (143,504 


thus comprised 70 per cent of the total. 


bales Je 


Source: The Journal of Commerce, New York. N-Y.. 
April 23, 1957. 


Philippine Gold and Silver Production 


Gold production in the Philippines in 1956 amounted 
to 406,163 ounces, 12,9149 ounces less than in 1955. Sil- 
ver production increased by 39,099 ounces, to 451,168 
ounces, 

Source: The Journal of Commerce, New York, N.Y.., 
April 17, 1957. 


United States and Canada 
U.S. Foreign Aid in 1956 


Countries outside North America received $4.9 billion 
in goods, services, and cash in 1956 under the various 
assistance programs of the U.S. Government. an increase 
of 8 per cent over 1955. Both transfers of military 
supplies and services ($2.7 billion) and other transfers 
($2.2 billion) increased, the latter as a result of the 
larger sales of agricultural commodities for foreign cur- 
rencies, 

Sales of U.S. surplus commodities for foreign curren- 
cies in 1956 totaled $1.1 billion. almost double the 1955 
rate. U.S. Government expenditures of the foreign cur- 
rency funds also more than doubled, to the equivalent 
of $520 million, of which almost 90 per cent was dis- 
bursed in grants and long-term credits to the recipient 
countries. The accumulation of unused foreign curren- 
cies rose by $560 million, representing a further short- 
term credit from the payments standpoint. Shipments of 
farm commodities under other aid programs rose slightly, 
to about $300 million. Farm exports comprised one half 
f nonmilitary aid in 1956, compared with one third a 
year earlier. 

Western Europe and Asia each received two fifths. or 
$1.9 billion, of total economic and military aid in 1956, 
with aid to the former declining by almost 10 per cent 
and that to the latter rising by about 25 per cent. There 
was little change in transfers to the Middle East and 
Africa. Larger deliveries of military supplies and larger 
U.S. acquisitions of foreign currencies (which have the 
same effect as short-term credit) resulted in a 75 per 
cent increase in total aid to Latin America, from $125 
million in 1955 to $220 million in 1956. 

Source: U.S. Department of Commerce. Press Release, 
Washington, D.C., Aprii 22, 1957. 


U.S. Import Quota for Butter Oil 


President Eisenhower has set a quota of 1.8 million 
pounds for U.S. imports of butter oil in 1957. The action 
followed a Tariff Commission finding that butter oil 
imports are threatening to interfere with price support 
programs for dairy products. Butter oil is a relatively 
new commodity in U.S. imports, being imported for the 
first time in 1956 from New Zealand and Australia. The 
1957 quota will permit the same amount of imports that 
entered the country in 1956. For 1958 and subsequent 


vears, the annual quota will be 1.2 million pounds. 


York, N.Y., 


Sour es 7 he Journal of ( omimerce, New 
April 17, 1957. 
U.S. Gross National Product 


The gross national product of the United States in- 


creased by $3.2 billion during the first quarter of 1957, 
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SS 


according to preliminary estimates of the Council of 


Economic Advisers. At seasonally adjusted annual rates, 
the total is $427 billion, compared with a rate of $423.8 
billion in the fourth quarter of 1956 and $412.4 billion 
for the full year 1956. Personal consumption expendi- 


tures, net foreign investment, and total government pur- 
chases of goods and services all contributed to the first 
quarter increase. The only major sector showing a de- 
cline was gross private domestic investment; this decline 
was due entirely to the sharp decrease in the rate of 
from $4.1 billion in the fourth 
quarter to zero in the first quarter of 1957. 


inventory accumulation 

Declines in 

residential and other construction were offset by increases 

in commercial and industrial construction and in outlays 

for producers’ durable equipment. 

Source: The Journal of Commerce, New York, N.Y.., 
April 18, 1957. 


U.S. Housing 


Housing starts in the United States dropped in March 
to a seasonally adjusted annual rate of 880,000 units, 
compared with 910,000 units in February 1957 and 
1,094,000 in March 1956. Actual starts increased from 
65,000 units in February to 83,000 units in March. Final 
reports for 1956 show a total of 1,118,100 nonfarm dwell- 
ing units started during the year, which was 16 per cent 
less than in 1955, when 1,328,900 units were started. 
Source: The Wall Street New York, N.Y., 

April 12, 1957. 


Journal, 


Canadian Oil and Gas 


Increases in 1956 in the production of crude petroleum 
total 
output reached 172 million barrels, 33 per cent more 


in Canada were reported by all producing areas; 
than in 1955. Deliveries of oil through Canadian pipe- 
lines totaled 275 million barrels, an increase of almost 
one quarter over the deliveries of 224 million barrels in 
the preceding year. Sales of natural gas rose to 144 mil- 
lion cubic feet in 1956, an increase of 22 per cent. 
Sources: Dominion Bureau of Statistics, Weekly Bulle- 
tin, March 8, 1957, and Daily Bulletin, April 2, 
1957, Ottawa, Canada. 


Latin America 


Automobile Industry in Brazil 


A further step in Brazil’s program for the motor ve- 
hicle industry has been taken with the government ap- 
proval of the Ford Motor Company’s plan for the produc- 
tion of trucks and station wagons. It is expected that by 
the end of this year 8,250 trucks will be manufactured 
with about 40 per cent of the material used being Brazil- 
ian—and that output will be increased to 30,000 vehicles 
in 1960, when 90 per cent of the material used will be 


produced domestically. The company’s assembly plant 
in Ipiranga, Sao Paulo, which was opened in 1953, calls 
for further investment of $16 million in machinery and 
equipment, the largest yet made by any foreign manu- 
facturing industry in Brazil. In addition, the company 
will spend about Cr$377 million on land, construction, 
and locally produced equipment. The total additional 
investment, including working capital, is estimated at 
$50 million. 


Source: Bank of London & South America, Fortnightly 
Review, London, England, March 2, 1957. 


Economic Developments in Uruguay 


Private bank credit, the principal inflationary source 
in Uruguay for the past several years, expanded much 
more rapidly in 1956 than in any other recent year. 
Total bank credit to the private sector through October 
increased by Ur$285.7 million, against Ur$189.9 million 
for the same period of 1955; of the 1956 total, Ur$108.2 
million was used to finance advance deposit requirements. 
Bank credit to finance government operations amounted 
to approximately Ur$50 million. As a result of the increase 
in the money supply, prices rose by 11 per cent, which 
is approximately the same rate of increase that has per- 
sisted in Uruguay for several years. 

Exports totaled the equivalent of US$229 million, and 
imports were US$245 million (including estimates for 
contraband). The trade deficit was thus reduced to 
US$16 million, from US$30 million in 1955. The prin- 
cipal reason for the reduction was an increase in wool 
exports. 

While total gold holdings were reduced by US$30 
million during the year, to US$186 million, foreign ex- 
change holdings increased by US$51.8 million. Since 
gold was sold to cover a trade deficit with the dollar area 
at the same time that the currency accounts were being 
built up, it appears that the use of some of these currencies 
to finance dollar imports is not permitted. 

Sources: El Dia, Montevideo, Uruguay, February 13, 16, 


and 23, 1957. 
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